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FEDERAL ELECTION COMMISSION
Weshingion, D.C. 20463 SENSITIVE
FIRST GENERAL COUNSEL’S REPORT
AUDIT REFERRAL: 07-05

DATE REFERRED: July 27, 2007
DATE ACTIVATED: August 7, 2007

|
STATUTE OF LIMITATIONS: March 3, 2008

SOURCE: AUDIT REFERRAL

RESPONDENTS: DeMinit for Senate Cammritiee, Inc. and Sunny Philips, in her
official capacity as treasurer

RELEVANT STATUTES

AND REGULATIONS: 2 U.S.C. § 434(a)(6)(A)
2US.C. § 441a(f)

11 CFR. § 104.5(f)
11 CFR. § 110.1(bX5)

INTERNAL REPORTS CHECKED:  Audit Documents g .
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This matter was generated by'a Commission audit, pursuant to 2 U.S.C. § 438(b)eBf
DeMitt for Senate Commiittee, Inc. (“DFS™) covering the period of January 14, 2003 through
December 31, 2004. The Commission approved the Final Audlit Repart (Attachment 1) anid two
of the findings in the Report were referred to the Office of the General Counsel. Based on the
information set forth in the Final Audit Report, we recommend that the Commission make

reason to believe findings as follows:
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o DFS accepted 42 contributions that were $68,106 in excess of the limitations of
the Federul Electian Campsign Act of 1971, azs amended (“the Aot™), in violation
of 2 U.S.C. § 441a(f). (Finding 1; Attachment 1 at 6-8).!

o DFS did not file 23 48-hour notices for “last minute” contributions in violation of
2 U.S.C. § 434(a)(6)(A). (Finding 2; Attachment 1 at 8-9).2

! Of these excessive contributions, $63,106 (93%) were cligible for presumptive redesignation under 11 CER. §
101(b)(5). The remaining $5,000 could not be resolved through redesignation or reattribution. The redesignations
totaling $63,106 were untimely, as DFS did not send the required notices to contributors to redesignate the excessive
contributions within 60 days of the DFS’s receipt of the excessive contributions, See 11 C.E.R. § 110.1(b)(5). In
the Martinez for Scnate audit (AR 07-02), the Commission decided to permit redesignation of excessive
contributizms sutsids the 68-day wimimov. In light of that decimion, in the instest mmtuer, DFS ama aliowe to sewd
redexlgnation notiaes to garcributors is nespanse te the Intarine Anuli¢ Ropast, and DFS pramidad copies af noticas
sen! o contributers that wese aligible for prssuimptive redesignation. I aridition, in cespanse to requeato finm
contributsrs followimg reoeipt of these notiaes, the Committee refunded $4,000 to enmivitutors and provided the
Audit Divison with copies of $4,000 in negotiated refund checks. Sae Attachment ) at 8.
? In Finding Two, Audit staff initially concluded that DFS did not file 48-hour notices for 84 contributions totaling
$174,772. See Attachment ] at 8. DFS did not file notices for contributions twotaling $6,626 for the primary election,
$123,6%6 for the run-off election following the primary, and $44,500 for the general election. The Interim Audit
Repust woted that 48-Rour notices were reguired for all of these conribations. In response, DS ooawended thit 17
contributient tataling $59,590, ragived an Jurm 7 and 8, 2004, shouid b removad from the: autit firriings bomoe
DeMint was not @ ruc-off catuiidmne when thasr soutribstions weve resgim:d. The 17 contiitutican were received
after the 48-hour reporting jierind for the primery elaction and afier tlm: beginning of the rus-aff slection natine
period. Sez Atachmant 1 at 9. The Commissian coacluded that DFS was not required to Gle 48-bour rotices for the
17 contributions received oa June 7 and 8, 2004. As a result, the Fimal Audit Report concluded that DFS did not file
23 notises for 67 contributions totaling $115,272.
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RECOMMENDATIONS
. Open a MUR in AR 07-05;

. Find reason to believe that DeMint for Senate Committee, Inc. and Sunny Philips, in her
official capacity as treasurer, violated 2 U.S.C. § 441a(f);

. Find reason to believe that DeMint for Senate Committee, Inc. and Sunny Philips, in her
official capacity as treasurer, violated 2 U.S.C. § 434(a)(6)(A);
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1
2 6. Approve as Factual and Legal Analyses the Report of the Audit Division on DeMint for
3 Senate Comunittee, Inc., dited July 9, 2007; and
4
5 7. Approve the appropriate letters.
6
7 Thomasenia P. Duncan
8 General Counsel
9
10
11 1fsefe7 BY: M‘__
12 Date Ann Marie Terzaken
13 Associate General Counsel
14 for Enfarcement
15
16 ’ -
17 % £.
18 Cynthia E. Tompkins
19 Assistant General Counsel
20
21 :
2 mg%ig __mﬂifﬂl—"“m >
23 Kasey Mbrgenhei
24 Law Clerk
25
26
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29  Attachments:
30 1. Final Report of the Audit Division on DeMint for Senate Committee, Inc.
31
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Report of the Audit Division on

DeMint for Senate Committee, Inc.
January 14, 2003- December 31, 2004

Why the Audit

Was Done

Federal Jaw permits the
Commission to conduct
audits avd field
investigations of any
political committee that
is required to file reports
under the Federal
Election Campaign Act
(the Act). The
Comeisinz gencsally
conduats sualf andita
when a eczimittne
appears nat ts bave met
the threshold
requirements for
substantial compliance
with the Act.’ The audit
deternines whether the
committee complied
with the limitations,
prohibitions emi
disclegure sequinnannis
of the Act.

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of
the mattors discussed in
this report.

About the Campaign (p.2)

DeMint for Senate Committee, Inc. is the principal campaign
committee for James W. DeMint, Republican candidate for the U.S.
Senate from the state of South Cansdine, and is hendqesnterad io
Columkia, SC. For more izformatian, see chart on she Campeign

Organizaticn, p. 2.
Financial Activity (p. 2)

s Receipts
o From Individuals $6,322,367
o From Political Committees 2,441,988
o Tramfers from Affiliated/Other 268,827
Party Comimitizes
o Other Receipts 34,064
o Tatal Receipts $ 9,067,246
e Disbursements
o Operating Expenditures $9,024,878

o Contribution Refunds 45,500
o Total Disbursements $ 9,070,378

Findings and Recommendations (p. 3)

o Receip of Contribations that Bxceed Limits (Finding 1)
Failure to File 48-Hour Nosices (Finding 2)

Failure to Itemize Contributions from Individuals (Finding 3)
Failure to itemize Other Reoeipts (Finding 4)
Documentation for Receipts {Finding S)

! 2U.5.C. §438(b)

g ki
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Report of the Audit
Division on DeMint for Senate
Committee, Inc.

January 14, 2003 - December 31, 2004
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Part I
Background

Authority for Audit

This report is based rm an audit of DeMint for Senate Committee, Inc. (DFS), undertaken
by the Audit Division of the Federal Election Commission (the Commission) in
accordance with the Federal Election Campaign Act of 1971, as amended (the Act). The
Audit Division conducted the audit pursuant to 2 U.S.C. §438(b), which permits the
Caommission to conduct audits end field investigations of any political committée that is
required to file a report under 2 U.S.C. §<34. Rrior to conducting any audit under this
subssexien, the Coromission nuest perform i insdma] maview ef reports filed by selemted
commiisees to drturming if the raperts filed by a particulss carunsitsee most tiee timeshold
requirements for substantial camplianec with the Act. 2 UI.S.C. §438(D).

Scope af Aundit

This audit examined:

The receipt of excessive contributions and loans.

The receipt of contributions from prohibited sources.

The disclosure of contributions received.

The disclaure of distarsamants, debts amd obligntisus.
The cansiztency betwean reenated figures and bank resards.
The campletaness of meards.

Other committee oparntinirs necssaary to the review.
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Part I1

Overview of Campaign

Campaign Organization

Important Dates

DeMint for Senate Committee, Inc.

o Date of Registration

January 31, 2003

o Audit Coverage

January 14, 2003 through December 31, 2004

Headquarters Columbia, South Carolisia
Bank Information
o Bank Depositories 2
¢ Bank Accounts 1 Business Checking
2 Money Market Accounts
1 Certificate of Deposit
Treasurer
e Treasurer When Audit Was Conducted Ms. Sunny Philips

e Treasurer During Period Covered by Audit

Mr. Jeffrey Parker  01/31/2003 - 9/23/2004
Mr. Thaddeus Barber 09/24/2004 — 8/04/2005

Manages-sat Lafornmtion
o Attended FEC Campaign Finance Seminar | Yos
o Used Commonly Available Campaign Yes
Management Software Package _
e  Who Handled Accounting, Recordkeeping | Paid and Volunteer Staff
Tasks and Other Day-to-Day Operations
Overview of Financial Activity
(Audited Amounts)
_Cash on hand @ January 14,2003 S 0
Receipts
o From Individuals $ 6,322,367
o__From Political Committees 2,441,988
o Transfers from Affiliated/Other Party Committees 268,827
o Other Receipts 34,064
o __Total Receipts S 9,067,246
Disbursemets
—_o_Opensting Expanditures $ 9,024,878
o__Contyibution Rafunds 45,500
o Total Disbursements $9 78
Cash on hand @ December 31, 2004 S (3,132

2 DFS bank statements did not show a negative balance because of a large amount of outstanding checks as

of December 31, 2004.
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Part III
Summaries

Findings and Recommendations

Finding 1. Receipt of Contributions that Exceed Limits
DFS accepted 42 contributions from individuals that exceeded the limi by $68,106. Of
these cxcessive contributions, $63,106 (93%) was eligible for presumprive redesignation.
The remainirg excessive contributiens towmling $9,000 exceedid tire Hmit per election and
conid 1 be rmuolwed thrnegh refiusignation and/or reatweibacion tusat upor availabi
documeatntion. In respense 1o the interim oudit nepart recommeredation, NFE pravided
copias of notizes sant to contributors that were eligible far premmnptive recesignation
and/ar reattribution. Iz addition, DFS pravided copiea of six refurd checks. (For mons
detail, sce page 4.)

Finding 2. Fallure to Files 48-Hour Notices

It appeared that DS had not file 48-hour notices for 84 contributions totaling $174,772
prior to the primary, run-off, and general elections. In response to the interim audit report
recommendation, DFS argued that contributions totaling $59,500 received after the end
of the primsary 48 lvosa notlee prriod but befine the Cantlidxoes partivipetion in tha mm-off
election a3 susured, did ant require notines. In viesw the cirenmuipenns, it s
determined ibot 48 hour noticag far thx refareined paod ware not required. Therefone,
DFS did not file notigen for 67 eontributiens tetaing $115,272. (For more detail, ses

pege 6)

Finding 3. Fiilure to Itemize Contributions from
Individudls

A sample review of contributions from individuals indicated DFS did not itemize
approximately 21% of such receipts as required. In response to the interim audit report
recommmerrdation, DFS filed amended reports comrecting the deficiencies.

(For mare detail, see page 8.)

Finding 4. Failure tn Itemize Qther Recaipta

DFS failed to itemize $28,676 in interest income and refundeloffsets en Schedule A
(Itemized Receipts) as required. In response to the interim audit report recommendation,
DFS amended its reports to disclose these receipts. (For more detail, see page 9.)

Finding 5. Dovumentation for Receipts

A sample roview of contribations from individuais edicaind that 183% of much eueipts
wera nat properly decumented. Those errom reprenented nontritmations in encess ef £50
for which a copy of the cantrituitar’s cheek or other writien insirument tes uot ratained.
In response 1o the interim audit report recommendation, DFS supplied additional
information for credit card contributinns mceived over the Internat that materially
completed the contribution records. (For mnre detail, see page 9.)




11044285007

Part IV
Findings and Recommendations

Finding 1. Receipt of Contributions that Exceed Limits

Sum
DFS accepted 42 contributions from individuals that exceeded the limit by $68,106. Of

these excessive contributions, $63,106 (93%) was eligible for presumptive redcupauon
The romwining excossive contrilxmions tomaling $4,000 excoccded tine it per nsction and
conlé got be rmmniwed througi rednsignation and/or reatisitusrtion tmsed ypon axailable
documentatien. In respanse to the imtrim ondit report recammendation, DFR provided
copisc of natices sent to coniributars that were eligibls for presamptive redesignstion
and/or resttdbution. In addition, DFS pravided copias of six refund checks.

Legal Standard

A. Authorized Committee Limits: An authorized committee may not receive more
than a total of $2,000 per election from any one person. Increased contribution limits are
provided for vandidates facing self-financed candidates once the self-financed candidates
make expraditures from their parsomal fimds thmt excaed a speific amanmt. 2 U.S.C.
§441a(a)(1)(A) and 11 CFR §§110.1(a) and (b) end 110.9(a).

B. Handling Contributions That Appear Excessive. If a committee maceives &
coniribution that appears to be excessive, the committee mnst either:
e retumn the questionable contribution 1o the donor; or
o deposit the contributicn into ita federal account and keep enough money on
account to cover all potential refunds until the legality of the contribution is
established. 11 CFR §103.3(b)(3) and (4).
The excessive portion muy also be redesignated to az:other election or reattributed to
another coritribuinr as enpridinad haiow.

C. Redesignation of Excessive Cortribations. The committee may ask the contributor
to redesignate the excess partion of the cantributian fr use in amother elsction.

e The committee must, within 60 days of receipt of the contribution, obtain and
retain a signed redesignation letter which informs the contributor that a refund of
the excessive portion may be requested; or

¢ refund the excessive amount. 11 TFR §§110.1(b)(5), 110.1(IX2) and 103.3(b)(3)

Not withstanding the above, whon an sstliorized political summittee reseives
excessive cantibmtian from an individazl or o mn-muiti<arditste cenreditiee, the
committee may prssumptivaly redesignata thee examsive portion to the general election if
the contribution:

¢ Is made before that candidate's primary election;

e Is pot designated in writing far a particular election;
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e  Would be excessive if treated as a primary election contribution; and
o As redesignaren, dans not veunse the centvibator to excved sny other contstbution
limit.

Also, the committee may presumptively redesignate the excessive portion of a general
election contribution back to the primary election if the amount redesigrated does not
exceed the committee’s primary net debt position.

The committee is required to notify the contributor in writing of the redesignation within
60 days of the treasurer’s receipt of the contribution and must offer the contributor the
option to receive a refund instead. For this estion to be valid, the ecommittee muk retain
copies of the notives tent. Presumptive retienigngriens apply only withit: the same
elcction cynle, 11 CFR §110.1(b)(5)(ii)(B) & (C) ard (1}{4)(3i).

D. Reettribution of Excessiva Contributiens. When an authorized committee receives
an excessive contribution, the committee may ask the contributor if the contribution was
intended to be a joint contribution from more than one person.
¢ The committee must, within 60 days of receipt of the contribution, obtain and
retain a reattribution letter signed by all contributors; or
¢ refund the excessive contribution. 11 CFR §§110.1(k)(3), 110.1(IX3) and
103.3(b)(3).

Notwithstanding the above, any excossive costribution that was made sn a written
instrument that is imprinted with the names of more than one individual may be attributed
among the individuals listed unless instructed otherwise by the contributor(s). The
committre must inform each contributor:
e how the contribution was attzibuted; and
¢ the contributor may instead request a refund of the excessive amount. 11 CFR
§110.1(kX3)Gi)(B).

For this actian te ke valid, the committea masst zetaie copies of the notices sent. 11 CFR
§110.1(1)(4X(ii).

E. Refund or Disgorge Questionable Contributions. If the identity of the original
contributor is known, the committee should either refund the funds to the source of the
original contribution or pay the funds to the U.S. Treasury. AO 1996-5. i

Facts and Analysis

DFS qualified for increased limits afforded candidates opposing self-financed candidates.
DFS’ limitation was incroased threefold ($6,080) on July 1, 2003 and subsequently six
fold ($12,000) en May 6, 2004. The increased limitation period ended on June 8, 2004,
the date of the primary election.

The Audit staff raviewed all contributions from individuals to determine if excessive
contributions were received. The Audit staff identified 42 contributions from individuals
that exceeded the limit by $68,106.
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Of these excessive contributions, $63,106 (93%) was cligible for presumptive
redesignasion. Thewe emiid be emawl by motifying the contrilmtors of DFS’s assion amd
offaring & rafuad as pravidaa waler 11 CFR §110.1(kX3)(ii)}(B). The resaining
excsssive cantritatimns totaling $5,000 excerded the imit per election cycle and canld
not be resolved through redesignation and/or reattribution based upan availahle
documentation.

At the exit conference, the Audit staff provided the DFS representative with schedules of
the excessive contributions. The representatives stated that they would provide

supporting docusments for the exoezsive centrdbution duving the 10-dhy rvsponse period
pravidnd sfmr the axit carifesenne., No additiens] Gosmmentanon was raceivad.

Intarim dwdit Seport Racamzzendation and Ceammittae Respeaan

The Audit staff recommended that DFS:

o Send notices to those contributors that were eligible for presumptive redesignation
and/or reattributions ($63,106) notifying them of DFS’s action and offering
contributors the option of receiving a refund. DFS was to provide evidence to the
Audit stal¥ that the notices were sent and if any refurds were requested; and

¢ Provide evidence demronstrating that the remaitiing comributions totaling $5,090 wers
not excessive. Abgent such evidence, refuind 35,000 to the contributors, or the Unired
States Tressury, end psovide evidence ef soch refunds (copits of the freat und back of
negatiated refund abecks); or

e If fusals vears not available te mike the mecessary refunds, disclae the eontrilsitisns
requiring refunds on Scheduls D (Debt and Obligations) until funds became availshle
to make such refunds. :

In response to the interim audit report recommendation, DFS provided copies of notices
sent to comributors thet were eligible for presumptive redesigtation and/or rextribution.
DFS also provided oopies of three negotiated refund checks ($4,000) and of three refund
checks prepared but not negotiated totaling $4,800. Until copies of the negotiated refund
chenks aae minmisted, the §4,800 is ommitlered umsosond.

| Finding 2. Failurs to Fiie 48-Hour Netices

Summary

It appeared that DFS had not file 48-hour notices for 84 contributions totaling $174,772
prior to the primary, run-off, and general elections. In response to the interim audit repost
recommendation, DFS argued that contributions totaling $59,500 received after the end
of the primary 48 hour notice period but before the Candidates participation in the run-off
clection was assured, did not require notices. In view the circumstances, it was
determined that 48 hour notises far the refop=nced pwiod were not raquised. Therefore,
DFS did not file notices for 67 comtritmtions totaling $115,2721

+TTACACEET
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Legal Standard

Last-Minute Contributions (48-Hour Notice). Campaign committees must file special
noticas regarding cofisibmtioms &ff $1,000 ar more received lcns tinn 20 dnys bt mare
than 48 hours befane any efection in which toe ceadidate is nimming. This mile applies to
all types of cantributibas to any wmithosized coonmittee of the eandidate. 11 CFR
§104.5(6).

Facts and Analysis
The Audit staff reviewed 931 contributions, totaling $1,616,430, which were greater than

. or equal to $1,000 and received during the 48-hour notice filing periods of the primary,

run-off, and gen=ral elections. It appessed that DFS did not file 48-hour notices for 34
contributions totaling $174,772 ($6,f26 fer tae primary, $123,644 for the run-nf¢, mi
$44,506 for the gensral eications).

At the exit conference, the DFS repeesentative was provided schedules of the 48-hour
notices not filed. The representative stated that these schedules would be reviewed and
any comments or corrections would be submitted in writing. Nothing was received in
response to the exit conference.

Interim Audit Report Recommendation and Coxmistee Response
Tha Audit staff rescinmonduid that DFS provide:
¢ Documentation to demonstrate the contributions in question were
peperly included in 48-hour notices; or,
¢ Doazmantation emshlishing te eantributions were not subject to
48-hour notification; and/or,
e Any written commants it considered relevant.

In response to the interim audit report recommendation, DFS conterided thiat 17
contributions, torakirg $59,500, received on June 7 and 8, 2004, the date of the primary
and the preceding day, sheuld ts remeved from the mudit finding because the Candidate
was not a run-off candidate when these contributions were received. Those days were
aftec the enplition of the primuy elestion 48-huar matice penind, after tne ixgimnizg of
tha run-off elastion 48-hour notice period, Inxt before toy run-aff was a centainiy. D¥FS
explained thas the Candidate nas not capable of ascostaining whether tivere wanld be a
run-off election and, if there was one, whether he would be participating in the electian.
DFS’ response does not address the remaining notices.

The Audit staff acknowledges that a nm-off election was not a ceftainty and, neither wes
the Candidate"s participation if it was held. Given the circumsrancss, it was determined
that the 48 notices were not reguired for sontributions received on the primaey dawe and
the preceding diy. As a result, DFS did =ot file nutises for 67 contributions totaling
$115,272.
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Finding 3. Failure to Itemize Contributions from
| Individuals

Summary
A sample review of contributions from individuals indicated DFS did not itemize

approximately 21% of such receipts as required. In response to the interim andit report
recommendation, DFS filed amended reports correcting the deficiencies.

Legal Stan@aré

A. When to Itemize. Authorized candidate committees must itemize any contribution
from an individual if it exceeds $200 per election cycle either by itself or when
aggregated with other contributicms fram tha samne santributer; 2 U.S.C. §434(b)(3)(A).

B. Election Cycle. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11 CFR

§100.3(b).

C. Deflnition of Itemicution. Itertization of contribations received means thut S

recipient committee discloses, on a separate schedule, the following information:

¢ The amount of the contribution;

e The date of ceceipt (idm daie €ao commiten meeived the contributirm;

e The fuill neme ared axidrens of the pentributor;

¢ In the case of centributiens from indévidual contributors, the contributor’s occupation
and the name of his ar har employer; and

e The election cycle-to-date total of all contributions from the same contributor. 11
CFR §§100.12 and 104.3(a){4) and 2 U.S.C. §434(b)3)(A) and (B).

Facts and Amlysis

Based on a anmaple peview of cexdtibeziions from individuals, the Audit siaff daearnined
that DFS did not itemize spproximately 21% of such contributions on Schedules A
(Itemized Receipts) as required. The majority of these errors resulted from DFS’s
inadequate aggregation system. When individual contributions aggregated greater than

$200 for an election cycle, and the contribution was less then $200 per transaation, DFS's

accounting system failed to itemize the amount.

At the exit conference, the Audit staff presented this matter to DFS represemtatives who
admitted the errors did in fact exist and had switched to more reliable accounting
software to remedy the situatien.

Interim Audit Report Recommendation and Committee Response
In resporse to the interim audit repmt recommendasion, DFS filad amended reports
comxecting the deficiencies detailed abave.

ETRAGEE e -l——
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l Finding 4. Failure to Itemize Other Receipts

Summary

DFS failed to itemize $28,676 in interest income and refunds/offsets on Schedule A
(Itemized Receipts) as required. In resposse to the interim andit report recommendation,
DFS amended its reparts to disclose these receipts.

Legal Standard

Itemization of Other Receipts. A committee must discloses, on a separate schedule, the
full name and eddress of each person who provides any dividend, interest, or other receipt
to the reposting committe in an agyregate wadue vf $200 within the eslendm (or election
cycle, im the case of @ anthorived cormmitee of a candidne far Fadarsi offias), togetin:
with the date anid emount of any such rezeipt. 2 U.S.C. $434(b)(3XG).

Facts and Analysis

DFS received approximately $34,064 in interest and other income during the andit
period, of which, interest and refunds/offsets totaling $28,676 was not itemized on
Schedule A (Itemized Receipts) as required.

This nvawrer was discussed at the exit conference and, sabvsguently, & listing of the
deficiencies ws given to DFS 1opresenfatives.

Intarim Audit Repart Recommendation and Commiitar Respassa

In respanse ta the interim awdit report recommendation, DFS amended its reports to
disclose these receipts.

Finding 5. Documentation for Receipts

Summary

A sample review of contributions from individuals indicated that 18% of such receipts
were pot proparly documented. Theen esrors cepresented ogutributiens in excess of $50
for which a copy of the contributor’s check or other written instrument was not retained.
In response to the interim audit report recommendation, DFS supplied additional
information for credit card contributions received over the Internet thet materially
completed the contribution records.

Legal Stundard
A. Retention of CBeck Copies. For contributicas in exeess of $50, commi®ues must
maintain a pmooupy on digital imoge of the check or writter instrumueit. 11 CFR

§102.9(a)d).

B. Preserving Documents. Committees must preserve these records for 3 years afiera
report is filed. 2 U.S.C. §432(d).

e I
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Facts and Analysis

The Audst staff reviewed vontiributions from individuals on a sample basis and
detenmined that miracst 18% of the itemc tasted Incke @ cany of the contributer’s nhede
or athar writhen) instrument as requised for sontributians in the smmunts grenier than $59.
Mast of the errars oacurred in 2004; abeut ame-third of them in June 2004. Many
appeared to be contributions made by credit eard via the Internet but were lacking
documentation from the csedit card processor.

The Audit staff discussed this matter with DFS representatives at the exit conference who
indicated they were surprised that some of the contribution documentation could not be

located.

Intweime Audit Report Recommendation and Committee Response
The Audit staff reccommended that DFS provide any additional records that it is able to
locate and provide any other informatioa that it believes ralevaat.

In response to the andit report recommendation, DFS stated that “while contributions
made via check are organized in chronological order and are readily found, credit card
contributions are located across multiple files and are not as centralized,” While DFS
regrets any difficulties encountered by the Audit staff in finding such documentation, it
believes alf recerds have been maintained and is willing to assist is Jocating uny
patticular recunds the Audit aaff woyld like to review.

In addition, TS stated that many af thrue wene online credit card contribitions and the
supporting documentation wowld be the vendor source data file. DFS provided a copy of
that data file. The Audit staff acknowledges difficulty in locating credit card documents
in DFS files; however, review of the data submitted supports that an electronic record
was contained in the vendor source data file for many of the credit ¢ard contribution
errors noted above. With the submission of the additional data, the contribution records
are materiaily complete.
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